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Beyond the Third Quarter 

Key Points 

1. America’s foundational underpinnings are under siege. Will our mo-

res keep sliding in ways harmful to our constitutional republic and 

reminiscent of past world powers, or will we redirect our energies 

to shared values associated with a virtuous and free people?  

2. The US appears to have bent the covid-19 curve in cases and 

deaths, however the phase of rapid deceleration seen in many oth-

er countries is still lacking. There are still reasons for optimism. 

3. Supersized levels of governmental involvement in the US economy 

and financial markets are not apt to dwindle as covid-19 subsides.  

4. Alternative regional economic blocks are forming in response to 

concerns about China’s intentions. This bodes well for the West.  

5. Digital currencies are in development and being positioned to re-

place cash. A new form of day-to-day transaction king is emerging. 

6. Financial markets in the US are ripe for a correction, but liquidity is 

abundant and delaying a correction, for now.  

7. Presidential election. Get ready for electorate rage and perhaps a 

recount. Regardless, this race is likely to be decided on something 

other than merit if current narratives are any indication.  

By Al Kaufman 

We hold these truths to be self-evident, that all men are created equal, 
that they are endowed by their Creator with certain unalienable Rights, 
that among these are Life, Liberty and the pursuit of Happiness. —That 
to secure these rights, Governments are instituted among Men, deriving 
their just powers from the consent of the governed,— .  .  . 
 

   - Preamble to the Declaration of Independence 1 
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First of all, thank you for your support and patience 

through my firm’s  progression to an independent 

RIA model. After years of planning and preparation 

the transition to this futuristic,  fee-only, fiduciary 

oriented platform has gone very well.  I’m looking 

forward to utilizing the expansive resources at my 

firm’s disposal, and deploying them on your behalf 

as needs arise. Let’s go!!! 

The world is in a state of flux these days. Global and 

regional powers are trying to spread their wings in 

the midst of a pandemic. The next ten years could be 

among the most challenging in our lives from a re-

source management standpoint. Foundational and 

fundamental underpinnings we take for granted are 

gradually crumbling. And as financial fissures 

emerge, artificial support mechanisms and further 

neglect may become intolerable. Something has to 

give. A change of course is needed, but our seek cap-

ital  sourcing [more on this later] is running low.   

This newsletter, with its contextual building block 

emphasis, has been redesigned with you in mind. 

Core perspectives are provided on a single page and 

selectively reinforced by topical building blocks and 

third party sourcing, therefore readers can delve into 

as much detail as they like. The ‘winter’ newsletter 

will emphasize tax and financial planning matters.  

The objective of helping  clients understand what my 

firm believes, why, and how these insights are being 

deployed on their behalf remains.  As always, please 

do not hesitate to contact me with any feedback or 

concerns. The firm’s mission is grounded on a core 

belief:  “Our first job is to protect our client’s life-

style.”  We’re here to help as need arise. 

Refresher and Considerations 

Reports related to ‘global crankiness’ and ‘financial 

market quirkiness’ have ratcheted up a few notches 

since the December newsletter. As we entered 

2020, President Trump had a significant lead over 

VP Biden and the US economy was expected to 

grow modestly. US equity markets were generally 

considered expensive, except when contrasted 

against miniscule interest rates. And the friendly Fed 

was there as a backstop if needed. Heightened lev-

els of debt at the government and corporate coffers 

were largely ignored.  

Economic growth outside of the US and financial 

markets also looked relatively attractive as 2020 ap-

proached. Trade talks with China and Brexit-related 

ruffles continued, but the near term geopolitical en-

vironment was not expected to be too troublesome. 

After a few weeks of relative comfort, 2020 present-

ed a global pandemic to contend with. Niceties 

turned to unpleasantries in a hurry. Lockdowns and 

constraints of varying degrees became common. 

Weaknesses in financial foundations emerged, along 

with the realization that some countries, and re-

gions of the world, were better prepared to deal 

with the impact of this new mortality threat than 

others. New fiscal and monetary programs were 

quickly enacted with little thought of the future. The 

US now finds itself in a recession. Financial markets, 

after a short, depression-like response, have since 

recovered as if nothing happened. What could go 

wrong? Quite a bit actually. 

The December 2019 ADK newsletter summa-

rized the US economic as strong, yet brittle  — 

an accurate depiction in retrospect. 

ADK Update 
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Market narrative drives market direction and magni-

tude in the short term and is currently heavily influ-

enced by covid-19 developments and central bank 

policy. Political theatre could become a stronger in-

fluence soon — as election vitriol intensifies. 

The US is in the midst of a deep policy-oriented re-

cession, but the corresponding FED-driven money 

spigot has provided a helpful offset and can be fur-

ther engaged.  In essence, we are relying on artificial 

economic boosters until covid-19 can be corralled. 

• Corralling factor?  – sufficient progress to allow for 

day-to-day activities to resume without the requisite 

for widespread use of masks and periodic lock-

downs. Appears plausible in 2021. 

• Judging by financial markets – no worries. 

 Interest rates in the developed world are among 

their lowest ever. 

 After the market drawdown, Q2 GDP numbers 

were projected to be terrible — and they were.  

 Q3 GDP numbers are penciled to show strong 

improvement over Q2 — no stretch there. 

 Through 8/31/2020, YTD equity returns are mod-

estly favorable, through much of the world:  
  

S&P Global Broad Market:        2.61% 
US:                                  8.13% 
China:                        19.77% 
Europe:                       < 6.81% > 
Pacific region:                         1.86 % 
World (ex US):                                 < 3.72% > 
      [Barron’s – Foreign Markets 8/31/2020, M22] 

 
• Q4 and beyond, many analysts predict a return to pre

-COVID numbers for economic output and, in the US, 

corporate earnings.  

• YR-over-YR GDP for the US is expected to fall by 5.3% 

in 2020. [The Economist Intelligence Unit; 8/29/2020] 

• Trading or momentum-following in this artificial, 

highly priced market is risky.  

• Markets can feed off artificial liquidity for a time, but 

prices matter! Debt matters! Even the FAANG+M are 

due for a haircut despite solid business models. 

SARS-CoV-2, the coronavirus that causes COVID-19, 

is stealthy and can spread rapidly. Its spread may 

have already reached a broad enough area of our 

country, and populace, that we may be closer to 

reaching herd immunity than many anticipate. 

• While the herd immunity rate is often projected at 

somewhere between 40% - 70%, recent research 

points to a potential herd immunity closer to 20%. 

• Therefore, between the prospect of near-term vac-

cines, improved therapies, T-cell immunity, and infec-

tion-related antibodies already in existence, we could 

see some encouraging trends sooner than later—

even if a vaccine is delayed. This is very significant. 

• However, fall is apt to be a disjointed and cranky peri-

od for many. Masks, quarantines, and lock-downs – 

with their dampening effects – will probably not be 

offset by lifestyle activities many typically enjoy. 

News and noise sources, with their negativity, will 

also not help. Federal aid to companies and individu-

als is also scheduled to lessen, which could prompt 

further  economic dislocations. Good news on the 

immunity front would help to counter this negativity. 

The US presidential election may well hinge on the 

perceived choice between personality disorders and 

cognitive disorders. Changes in minimum wage, enti-

tlements, education funding, immigration, taxation, 

trade, role of central govt, and global vision, are all 

in the hopper. Post-election may be a bitter pill for 

many, but financial markets may choose to idle un-

til policy direction can be better understood. Much 

of that hinges on House and Senate leadership. 

Off-the-Cuff 
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Nothing is more wonderful than the art of being 

free, but nothing is harder to learn how to use 

than freedom. 

  — Alexis de Tocqueville, Democracy in America 

 

America. We seem to have lost sight of our uni-

fied way. Rather than pursue life, liberty and the 

pursuit of happiness within the confines of a self-

governing framework built upon Godly precepts, 

we seem to be at a philosophical crossroads. Judg-

ing by the level of political friction in our nation’s 

capital, and alternative voices in the violent 

streets of many of our cities, the nature of free-

dom itself is being questioned along with the pur-

pose of our economy and role of financial mar-

kets. 

The degree to which the pandemic created or un-

leashed these issues is unclear, but governmental 

responses to this pandemic — with supersized 

levels of state intervention in the economy and 

financial markets — marks the start of a new era.2 

The Economist identifies four defining features 

from this new epoch:3  

1. Significant scale of today’s government bor-

rowing and the seemingly limitless potential 

for yet more. 

2. Whirring of printing presses whereby central 

banks are tacitly financing stimulus funding. 

3. State’s growing role as capital-allocator-in-

chief. (Within the US, the Federal Reserve and 

Treasury are now backstopping 11% of America’s 

entire stock of business dept. Other central banks 

and governments are following suit.) 

4. Low inflation. (The absence of upward pressure 

on prices means there is no immediate need to 

slow the growth of central bank balance sheets or 

raise short-term interest rates from their low lev-

els.) 

These features can be viewed as the culmination of 

long-term trends. Throughout the Free World, policy-

makers are expanding the role of government with 

the tacit support of the electorate. Rather than rely 

more on ourselves, family, friends and localized ser-

vices and channels, we seek greater government in-

volvement when our economy and other aspects of 

our lives are not proceeding as hoped. 

We have reached the point where free money is now 

being directed to individuals and entities. A politi-

cized takeover of the economy is not necessarily be-

ing sought, but by the same token our free market 

[with appropriate checks and balances ideally] is at 

risk to further meddling. And the creators of new pro-

grams are deviating from traditional norms and busi-

ness practices.  

The stakes are high. The nature of man does not 

change within the context of a central government 

setting or a morality monitor at Google. Having differ-

ent forms of centralized power monitoring and over-

seeing our lives does not lend itself to fostering free-

dom.  

Once attention turns away from covid-19, here are 

some things we expect to see: 

• continual shifting away from old-style banking to 

fintech and digital payments 

• low inflation for several years as aggregate de-

mand will take time to catch up with supply 

• modest economic growth as excessive debt levels 
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and aging demographics combine to moderate 

future demand in the West 

• historically low interest rates to continue 

• reduced, but continuing, market involvement 

by central banks 

• opportunistic mergers as quality firms buy 

weakened firms on the cheap 

• renewed government support for small busi-

nesses as they are such strong job generators 

• forced decentralization, or divestiture, of large 

tech firms due to privacy and market monopo-

ly concerns 

• greater demand for access to outdoor activi-

ties, healthy leisure, and staycations 

• less free time spent in front of computers and 

mobile devices – due to health reasons if 

nothing else 

• strong demand for smaller homes and other 

family dwellings near larger populations 

• continuous migration away from large cities 

with high crime and tax rates 

• robotic technology adoption in many areas of 

our lives 

• life-enhancing, live-saving advances in medi-

cine and medical technology 

• reduction in information transfer obstacles 

and time-consuming data hassles 

• increased regional and localized sourcing of 

foods, medicines, and manufacturing 

• changes in the trend of violence and lawless-

ness 

• many opportunities for well managed compa-

nies with vision, transparency, flexibility, re-

source advantages, and healthy board over-

sight 

• tax code and business management becoming 

more complex, as the government seeks to 

fine tune many aspects of our economy 

through incentives —which have been written 

after negotiations among disparate parties  

 

• new regional economic centers of influence in an 

effort to de-risk from potentially hostile hotspots 

• formation of new country alliances as a means of 

obtaining greater independence and prosperity 

• renewed appreciation for the outdoors and the 

value of exercise and  personal healthcare 

 

Plenty of other ideas and concepts for consideration. 

In the interest of time, and paper, we’ll revisit some 

of our nation’s foundations and build from there.  

 

 

 

 

 

Old School 

Our founders understood that the republic that came 
into being in 1787 could not continue long if every 
American did not make the business of that republic 
of his or her business. And that America would not 
flourish without great help from all Americans.4 Dr. 
Martin Luther King Jr., in his “I Have a Dream” 
speech, said that the Constitution, and the Declara-
tion of Independence before it, constituted a 
“promissory note to which every American was to fall 
heir.” It was a promise that was not fulfilled instantly 
and has yet to be fulfilled in ours.5 We attempt to im-
prove upon the legacy that has been handed to us 
recognizing that leadership and its populace are not 
perfect. 
 

As citizens of this republic with its representative de-
mocracy, our job is to keep that promise and to con-
tinue to fulfill it. Self-contemplation and isolation, 
which is not uncommon these days, are unhealthy 
responses to core threats. Our government is incapa-
ble of addressing various societal problems, not to 
mention the Federal Reserve. Fortunately, we have a 
better platform to exercise our freedoms than any-
one else in the world. This has allowed us to improve 
our lives and the lives of others, while becoming the 
strongest country in the world. The essential role of 
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government is to exercise justice. At its most basis 
level: punish evil and promote good.  Within that 
context, we are the drivers of our government’s 
policies and practices. Our country has contribut-
ed a great deal of good to the world. And if we 
cease to be the America we were at first, the 
whole world will suffer.6 

Our founders understood that freedom must have 

religion and religion must have freedom to en-

dure.7 In the spring of 1787, before the Constitu-

tional Convention of that summer, Benjamin 

Franklin wrote a short letter to two friends in 

France stating that. “Only a virtuous people are 

capable of freedom.” He also felt that religion 

should support itself without help from govern-

ment.8 
 

While many of our founders had a strong faith, 

they differed in their practices and how they 

viewed God. Moreover, they did not want the 

government to establish a specific religion and 

understood the need to be impartial toward all of 

them. They also understood the importance of 

certain precepts. When the founders were advo-

cating for liberty, their single most-quoted source 

was the Bible.9 

Our country, and by extension our financial mar-

kets, are currently on an uncertain trajectory. Arti-

ficial lifelines are no substitute for healthy activi-

ties. If we continue, financial market fallout is 

probably the least of our worries. However, if we 

stop straying from our foundation core and return 

to some semblance of normalcy, we have a much 

better future as our resources will be in alignment 

with our potential—which is the best in the world.  

The free market can be corrupted. No amount of 

regulation solves that problem.10 It must be the 

people and culture that solves that problem. Cul-

tural mores are not the underpinnings for justice 

and peace. For too long, our political and judicial 

leadership have worked to remove God out of the 

equation and we are witnessing the fruits of these 

wayward practices in our streets. 

According to Romans 13:1-3, all authority comes 

from God and those in positions of authority have 

been placed there by God. And those who resist au-

thority is resisting the ordinance of God. For rulers 

are not a terror to good works, but to evil. (When 

Paul wrote this to the Christians in Rome, the Roman 

Empire was at its apex of evil ruled by the horrible 

tyrant, Nero.11)    

The pandemic we are dealing with has served to 

heighten differences, inflame tensions, and, in some 

respects, is now indirectly threatening our legal foun-

dation and way of life. Our current challenges extend 

well beyond dealing with covid-19. 

When reduced to its most basic form, our freedom 

requires virtue; virtue requires faith; and faith re-

quires freedom. Os Guinness, in his writings has 

termed this the Golden Triangle of Freedom. These 

three elements support one another indefinitely until 

one of the three legs is removed – thus causing the 

whole structure to cease to exist.12   

It appears that at least one of our legs is getting 

wobbly.  

 

 

 

 

To use a sports analogy, our country is competing 

against countries such as Russia and China for [global] 

relevance. This is a team sport. Russia and China, 

with their oppressive systems of government have 

the means and inclination to coalesce their forces to-

ward outcomes which are antithetical to freedom and 

liberty. We have the means, but are currently ham-

pered, by a lack of will and common vision. Rather 

than tackle problems directly, we are looking to alter-

native sources of comfort and delaying issues for oth-

er generations to deal with.  
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We do not have the luxury to ignore the obvious 

and delay treatment. If we fail to be responsible 

citizens, and actively contribute to our great na-

tion, our problems are just beginning. No amount 

of Federal Reserve sugar coating, or government 

spend-beyond-our-means program, can compen-

sate for the unsustainable track we are on as a 

country.  

Our problems and societal remedies do not re-

volve around a particular presidential candidate 

or political party, or resisting their authority post-

election. Our system of government already has 

built-in balances which we can support – including 

subsequent elections. 

 

A house divided against itself cannot stand. 

I believe this government cannot endure perma-

nently half slave and half free. 

I do not expect the Union to be dissolved — I do 

not expect the house to fall — but I do expect it 

will cease to be divided. 

It will become all one thing or all the other.   .    .  

    — Abraham Lincoln; The House Divided Speech (June 16, 

1858) 

 

 

 

 

 

 

 

 

 

 

 

 

 

Covid-19 

Like a meandering mountain stream flowing lazily to-

ward a larger body of water, many of us entered 

2020 with thoughts that the previous year would 

serve as a springboard for progress in many areas. 

Couple hitches here and there to be sure, but little 

thought was given to something that would shake the 

world politically, socially and economically. 

What a difference a few months can make.  

What had appeared to be a localized virus in China 

earlier in the year, with little perceived chance of hu-

man-to-human transmission, quickly evolved into a 

global pandemic labeled covid-19 and snarky behav-

ior toward one another. The emergence of this grow-

ing threat emanating from China, together with ac-

tions and reactions by a comparatively small number 

of individuals — turbocharged through social media 

— created a tsunami of ill will and negativity that has 

yet to be fully contained.  

The first quarter of 2020 started well financially and 

economically, but ended ailing. Equity markets in the 

US and throughout the world, looking forward as 

they do, lost roughly 1/3 of their value from mid-

February through mid-March as global economies 

were being shuttered and day-to-day freedoms re-

stricted. (Reference graph on next page.) 

However aggressive monetary and fiscal policies, par-

ticularly in the more developed world, were quickly 

implemented to support pressing needs for liquidity 

and to help protect against longstanding economic 

damage. 
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During the second quarter, market sentiment 

turned more positive as multiple fiscal and mone-

tary stimulus programs began to work in tandem. 

Within the US, equity markets recovered much of 

the ground lost since their recent low on March 

23. US credit markets also responded favorably of 

late due to the enormous amount of liquidity and 

artificial demand ushered in by the Fed.  

Despite rapidly recovering financial markets, the 
US economic recovery trend is less clear. Accord-
ing to the National Bureau of Economic Research 
the US entered into a recession in February 2020. 
The expansion lasted 128 months and was the 
longest in the history of US business cycles dating 
back to 1854,13 but was finally undone by the pan-
demic of early 2020. 
 
Compared to Q1.2020, Real GDP in the second 

quarter fell 9.5%. Corporate earnings also took a 

beating. Comparisons to the depression era of the 

1930s quickly ensued, but it would be premature 

to trend these numbers forward using current da-

ta since the speed and amount of fiscal and mone-

tary stimulus has been unparalleled. Since econo-

mies were purposely shut down by policymakers 

for relatively short periods, economic output and 

earnings are expected to make a meaningful re-

bound in the third quarter. However, there are 

many uncertainties associated with the nature of 

the virus and the degree to which economic foun-

dations have been compromised. Projections over 

the next several months are a stretch, 

let alone the next couple of years. 

So where do we go from here, particu-

larly after the third quarter?  

These are significant developments 

which have a bearing on our future. 

America is in the middle of a culture war 

which is being fed by economic, leader-

ship and philosophical divergences. We 

are essentially fighting against our lega-

cy. Something has to give.  

Prior to delving into the opportunities and challenges 

before us, and outlining some tactics and strategies 

being considered by the firm, some additional con-

text will be offered for consideration. 

[Looking Back] 

Market whipsaws of the magnitude we just witnessed 
rarely happen. When they do, it can spell trouble for 
decades ahead—particularly after a period of rela-
tively uninterrupted prosperity. The Roaring Twenties 
(1920 – 1929) were interrupted by the Wall Street 
Crash in October 1929, which was then followed by 
the Great Depression (1929 – 1941).14 Between Sep-
tember 1929 and June 1932, the S&P 500 [proxy] lost 
86.%. 15 

 

The 2008 Recession has also been labeled the so-
called “subprime mortgage crisis.”16 According to the 
US Financial Crisis Inquiry Commission, “the crisis was 
avoidable and attributed the causes to: failures in fi-
nancial regulation, breakdowns in corporate govern-
ance, excessive borrowing, and Wall Street.17 Over a 
period of 17 months beginning October 2007, the 
S&P 500 lost 56.4%. The Great Recession started in 
December 2007 and ended on June 2009.18  

 

Since then we have enjoyed the longest period of 

economic expansion in the history of US business cy-

cles dating back to 1854.19  Expansions don’t have to 

end of course, but sometimes excesses build up that 

must be dealt with.  

US [blue] vs. International [red] Stock Index Comparisons  

YTD through 8/28/2020; SPY vs VEU line graphs 

Souce: Schwab Advisor Center SteetSmartedge 
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While the US had high levels of debt in the corpo-

rate and government sectors heading into 2020, it 

was generally thought that the status quo would 

persist. Inflation was low, interest rates were low, 

employment was strong, and fiscal and monetary 

policies were accommodating. Geopolitical and po-

litical activities, while intense in some respects, did 

not seem to be an overarching concern.  

CURRENT 

Optimism carrying over from 2020 was met with a 

receptive market until a global pandemic ema-

nating from China soon took center stage. Since 

February, covid-19 news and updates have domi-

nated headlines, altered lifestyles, influenced pol-

itics, diminished economies, damaged businesses, 

changed educational practices, altered worship,  

and strongly influenced market narratives among 

many other things.  

Countries, and regions within those countries, have 

taken different paths in combating the ravages of 

this virus. Results have varied but case and mortali-

ty statistics have found similar trajectories and 

plateaus in many countries. After a tumultuous 

couple months or so, best practices are emerging 

and it appears that significant progress is being 

made. However this is a stealthy and persistent 

virus.   

Using the US as an example, we began to see new 

cases and covid-19 related deaths plateau  in late-

April. Believing that the worst was behind us, Gov-

ernors in several states saw this as an opportunity 

to reopen portions of their economy in an effort to 

forestall further damage and begin the recovery pro-

cess. Shortly thereafter, cases began to spike and the 

trend downward began to reverse. Covid-related 

deaths tended to increase in the weeks following, 

but less than the rate of case increases.  While we 

did not see the deceleration anticipated in June, ad-

ditional measures soon followed and we now seem 

to be on a downward trajectory with respect to new 

cases and related deaths. 

 

 Daily Trends in Number of COVID-19 Cases in the US 

• Seven day moving average for number of US daily 

cases was roughly 42,000 on Aug 31. 

 

Daily Trends in Number of COVID-19 Deaths in the US 

• Seven day moving average for number of US daily 

deaths was roughly 1,000 on Aug 31. 
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 So how do US new case and covid –19 fatality fig-

ures compare with other countries? And what 

might be the trajectory we can expect if things go 

well?  While not scientific, contrasting Sweden and 

the United Kingdom may help to provide a rough 

gauge for the range of outcomes the US could or 

should expect. Sweden can be viewed as the inde-

pendent side of the house. The UK can be viewed 

as the more controlling side.  

When comparing  median age and life expectancy, 

the US has a slightly younger population with lower 

life expectancies (3 or 4 years worth) than the two 

country peers selected. We appear to be a little 

less healthy than our friends these days.20   

Sweden did not impose a strict lockdown in re-

sponse to covid-19, relied on voluntary social dis-

tancing, banned gatherings of more than 50 people 

and halted visits to elderly care homes. In April they 

experienced a high death toll mainly because homes 

for the elderly had been unable to keep the disease 

out, but since change that aspect of their policy.21 

Their controversial, phased approach, with an objec-

tive of reaching herd immunity levels sooner than lat-

er, is perhaps where the US is heading indirectly. 

The United Kingdom can be seen as somewhat of a 

distant relative. Their approach to the covid-19 pan-

demic was much more restrictive than that of Swe-

den. Stay-at-home orders, banning non-essential 

travel, and shutting most schools, businesses, venues, 

facilities, amenities and places of worship in March 

were among their practices. In late April, Prime Minis-

ter Boris Johnson said that the UK had passed the 

peak of its outbreak.22
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 While US covid-19 related daily death rates cur-

rently hover around 1,000, policymakers and medi-

cal  practitioners hope to bend the curve into rapid 

deceleration before the traditional flu season be-

gins in late fall. This appears to be plausible given 

the patterns seen in many other countries, includ-

ing Sweden and the UK.  

Meanwhile the US continues to make strides in 

treatment and toward potential vaccines. As can 

be seen in the graph below, the US fatality rate per 

confirmed case is running slightly below the rest of 

the world and substantially less than the rates ob-

served in Sweden and the UK. Like other statistical 

comparisons oriented around covid, this could be due 

partly to measurement discrepancies. More likely it 

reflects the world class healthcare we enjoy in the US 

and how it is being deployed. Our resources and tal-

ents are hard at work and this should bode well for us 

in the months ahead.  

We appear to be gradually moving in a favorable di-

rection from a covid recovery standpoint. Returning 

to traditional educational, face-to-face meetings, and 

other personal forums may come sooner than many 

anticipate as next page’s graph reflects.  

Source: Our World in Data, https://ourworldindata.org/coronavirus-data-explorer . . .&pickerMetric=location&pickerSort=asc, Sept 1, 2020 

https://ourworldindata.org/coronavirus-data-explorer?zoomToSelection=true&time=2020-03-14..latest&country=OWID_WRL~USA~SWE~GBR&cfrMetric=true&interval=total&aligned=true&hideControls=true&smoothing=0&pickerMetric=location&pickerSort=asc
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When considering the trend of lower death rates 

among all age groupings within the US, the virus 

seems a little less menacing. As the chart on this 

page shows, individuals younger than 45 have ex-

perienced very few deaths involving covid-19 this 

year through August. While loss of life is tragic, 

shutting down our economy and developmental 

apparatuses – with the attendant harm that it 

brings to a population segment and that has expe-

rienced few harmful effects directly — is making 

less and less sense.  

Similar logic could apply to the 45 – 64 age ban, 

with allowances for additional precautions poten-

tially that could be recommended, but voluntary.  

Medicare age adults will likely require additional 

protections for a while, in proportion to their per-

ceived vulnerability, but we are already in the 

midst of developing best practices in the private and 

public sectors and our economy is adjusting to the 

differing needs of a variety of people.   

We could experience some setbacks in the fall where 

regional restrictions need to be re-established unex-

pectedly, but there are hopeful signs that the Stay-At-

Home state may be a short-term phenomenon. We 

may not be able to pursue some of our endeavors 

quite the same way, but our lifestyle basics are large-

ly within reach—such as schools staying open and 

people enjoying more freedom to congregate in 

measured forms.  

For policymakers who have politicized and sought to 

leverage this pandemic to their advantage, we have 

the opportunity to change the nature of their em-

ployment at the ballot box. 

Source:  National Center for Health Statistics, https://www.cdc.gov/nchs/nvss/vsrr/covid_weekly/index.htm?fbclid=IwAR3-

wrg3tTKK5-9tOHPGAHWFVO3DfslkJ0KsDEPQpWmPbKtp6EsoVV2Qs1Q, August 26, 2020 

Provisional Death Counts for Coronavirus Disease (COVID-19) - Week ending 2/2/20 through 8/22/2020 
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LOOKING AHEAD 

Apart from many studies, vaccine trials, and assort-

ed testing regarding Covid-19, there is also the pos-

sibility that we may be reaching a herd immunity 

threshold sooner than many anticipate. While a 

vaccine is not currently available in mass quanti-

ties, other natural forces may be at work within the 

body that could allow for a return to our recent 

lifestyles before a vaccine can be fully adminis-

tered.  

For instance, in a July 24 preprint study, a team of 

researchers associated with Oxford University’s 

Centre for Tropical Medicine and Global Health es-

timate that the Covid-19 herd immunity threshold 

could be as low as 10 to 20%.23 Another group, led 

by mathematician Garriela Gomes of the University 

of Strathclyde in Britain, found in its model that 

Belgium, England, Portugal and Spain have herd 

immunity thresholds in the range of 10 to 20%.24 

These ranges are in the minority, and mathemati-

cal models certainly have limitations, but even if 

they are best guesses as to what the numbers 

should look like, they are still hopeful indicators. 

 

Two separate studies in Europe found that T-cells 

which react to and counter Covid-19 coronavirus 

infection have been extensively reported in unex-

posed individuals, suggesting a pre-existing im-

mune response in 20 to 50 percent of the popula-

tion. Therefore, pre-existing T-cell coronavirus im-

munity among a significant proportion of the popula-

tion may now be functioning as a barrier to Covid-19 

infections, thus contributing to a threshold that could 

be contributing to whatever the target threshold is—

60 or 70% for example.25  

Epidemiologists, researchers, other medical profes-

sionals, statisticians, mathematicians and countless 

other brilliant people are working around the clock 

on the best treatment(s) for this pandemic. While 

there are many unknowns and colder weather is ap-

proaching, we can take comfort in the fact that pro-

gress is being made.    

Later on, once the disease diminishes in importance 

and the marching bands take to the fields once again, 

financial markets will reassess the economic implica-

tions of these actions. According to the IMF, gross 

government debt in the rich world will rise by $6 tril-

lion, to $66 trillion by the end of the year – or from 

105% of GDP to 122%. This magnitude of borrowing 

was last seen in 1945 following the aftermath of the 

Second World War. And managing these colossal 

debts is likely to burden Western societies for dec-

ades.26 

This will be tricky. Countries shrank their debt after 

the second world war through a combination of tax-

es, financial repression (forcing domestic investors to 

hold debt at artificially low interest rates) and infla-

tion. Within the US, favorable demographics and ris-

ing levels of education made economic growth feasi-

ble.27 As an aging country with little latitude for rapid-

ly rising inflation, we have a different foundation to 

contend with.28 
 

We do not have to cripple our economy to reduce our 

deficit in a short span of time. Action will be taken 

though. By necessity, the linkage between treasury 

and central bank operations will tighten. New forms 

of taxation and benefit reductions, particularly those 

targeting the affluent, can also be expected. Infla-

tion may also surface sooner than expected.  
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Cash is considered to be a good thing to have, but 

what it represents is starting to become a little 

more complicated. In days past, cash represented 

the physical form of a currency. It could be used to 

exchange goods and services, or even relieve debt. 

Still can but, unfortunately, physical representa-

tions of currency—paper and coin generally—are 

filthy. And this is not a good time to promote germ-

ridden stuff. You just don’t know where it’s been. 

Guarding against false representations of cash is 

also a hassle. For these and other reasons, physical 

cash is rapidly giving way to the digital world as a 

preferred medium of exchange. That helps with the 

cleanliness factor, but it brings up potential prob-

lems with the central banking community—who 

are chartered with money supply chores and mon-

etary policy among other things. 

Alternative forms of digital currency and exchange 

platforms, for instance, could lessen the extent to 

which a country’s currency remains relevant. That 

could become a problem a sovereign government 

would not tolerate. How would taxes be paid, 

transactions monitored, currency saved, or re-

couped in the event of a source disaster or mal-

ware? And how is this new currency to be valued?  

Recognizing these challenges and opportunities, 

central banks are already at different stages of offer-
ing their own digital currencies. Payment alternatives 
such as bitcoin and Libra could play a role in a world 
where central banks begin to issue their own digital 
currencies.29 According to Raghuram Ragan, former  
Reserve Bank of India governor, Libra is envisioned as 

a so-called “stable coin” which would be backed by a 

basket of global currencies. With its centralized sourc-

ing, it could be used for transactions and, unlike 

bitcoin, would not be subject to wild fluctuations in 

value. Other private currencies could also be utilized 

in this environment for different purposes.30 

In a world with untenable debt loads, and govern-

ments desirous of determining best paths for eco-

nomic resources, these are fascinating trends. As a 

precursor to potential developments, it’s important 

to understand how the role of economics has 

changed among policymakers and how central bank 

actions are being meshed with government policy to 

create desired ends.  

The Economist recently pointed out how each new 

era of economics confronts a new challenge. Follow-

ing the depression, the focus was to prevent another 

one. Ending stagflation was the new call in the 1970s 

and early 1980s. Today’s task for policymakers is to 

create a framework that allows the business cycle to 

be managed and financial crises to be fought without 

a politicized takeover of the economy.31  Consequent-

ly, the role that central banks play in policymaking is 

expanding rapidly.  

Within the US, Congress granted the Federal Reserve 

considerable operational independence to set policy 

and they are accountable to the public and elected 

representatives.32 Retaining operational independ-

ence in times of stress can be a difficult balance 

though, particularly since monetary policy has be-

come a geopolitical football influenced by different 

levels of government.  

As seen by the next graphic, all major central banks 

responded aggressively to the Great Recession of 

Cash is King 
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2007–2009. More money was needed and more 

money was provided in several increments. In 

2020, central banks from Europe, Japan and the US 

responded much more aggressively to the pan-

demic, however the People’s Bank of China did not. 

As a share of GDP, the size of its balance sheet is 

now roughly the same as the Fed’s.33 

The timing of China’s actions could be a combina-

tion of backing away from aggressive policies of the 

past — which are not currently needed — and de-

veloping a foundation for offering a reserve-

currency challenge to the US in the yuan.  

Despite being the world’s leading exporter, China 

lacks the financial infrastructure to draw many 

trade deals toward the yuan. Their pattern of con-

trol and aggressive political actions in Hong Kong 

and elsewhere has also disenchanted many in the 

West making the yuan a ‘currency noncontender.’  

China is persistent however, in desiring a larger 

role on the world stage and appears to be sliding 

into a cold war with the US. The next section will 

expand on how countries are responding. 

Federal Reserve Chairman Jerome Powell 

recently stated that the outlook for the U.S. 

economy is “extraordinarily uncertain” and 

the success of the recovery effort will de-

pend in large part on the country’s ability to 

contain the spread of the coronavirus.34   

In recent testimony before Congress, Pow-

ell repeated a pledge whereby the central 

bank will keep interest rates at the current 

ultra-low level until it is sure that the econ-

omy has weathered the pandemic crisis. A 

newscast on June 10 suggested that the 

Federal Reserve would keep its key short-

term interest rate near zero through 

2022.35 

Insofar as the status of the dollar as a re-

serve currency, there are no immediate 

threats from an existing currency. The dol-

lar can, and has, fallen in value recently to our trad-

ing partners. (Around 4% YTD through August.) This 

is partly due to the negative impact to our economy 

that sporadic shutdowns have created. Most of our 

economic infrastructure is still in place and we have 

a knack for repurposing idled buildings and retrain-

ing idled workers. Government debt will continue to 

grow rapidly, but we can  deal with that through 

central banking interventions — as the Western 

world is in a similar boat. Therefore, the US can get 

away with deficit spending for a limited time— until 

inflation or interest rates begin to rise unexpectedly. 

Once debt service levels become unmanageable — 

and this is only speculation on my part — it is likely 

that a digital currency basket will be available that 

allows countries to swap debt in return for propor-

tionate losses of property and/or sovereignty. Un-

fortunately, there is no magic money tree. 

The rich rules over the poor, 

And the borrower is servant to the lender. 

— Proverbs 22:7 
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NEAR TERM 

With November elections looming, odds of another 

big stimulus bill are waning.  Sticking points on Cap-

ital Hill include funding for state and local govern-

ments, liability protection for businesses against 

coronavirus-related lawsuits, and the amount of 

enhanced unemployment benefits.36 

Prospects of a second round of stimulus checks for 

individuals are also fading, but a leaner version is 

still possible as the first round of checks were 

deemed helpful to keeping the economy float, and 

popular.37 

Cabin fever is taking hold and, as a whole, the US 

economy will continue opening as covid-19 will be 

seen as a lesser risk to society than the damage as-

sociated with prolonged shutdowns. Protocols for 

protecting the elderly and other prudent measures 

associated with the entire population will remain, 

and scale down as conditions warrant, until a vac-

cine protocol is adopted. Younger segments of our 

population, who are little affected by the virus, 

should be able to return to normal activities soon, 

with comparatively few constraints. 

Many experts predict more wild swings in the com-
ing weeks and months as the US presidential elec-
tion closes in.38  To the degree markets show an up-
tick in volatility, it may have more to do with 
whether the election outcome is delayed than who 
the winner is. Insofar as the election outcome, polls 

suggest that the gap that Mr. Biden has held over 
Mr. Trump is shrinking. Personality and cognitive 
disorders are being pegged to each candidate. Who 
would win such a match? Should polls continue to 

tighten, the presidential outcome may hinge on de-
bate performance and the status of covid-19 pro-
gress.  

Financial markets are unpredictable in the short-

term, but my hunch is that they are not likely to 

move much from current levels until a better sense of 

specific  policies and Cabinet representation can be 

determined following November elections — and 

that may take weeks or months after the election. 

House and Senate outcomes could largely counter 

whatever policies people are concerned about with 

the presidential victor. A counter-balance in power 

would probably be viewed favorably by the market, 

presuming a peaceful post-election period. 

Financial markets are very pricey and largely divorced 

from traditional valuation measures. But we are also 

in unusual times with exceptionally low interest rates 

and ample liquidity on the sidelines. Liquidity and 

momentum-based demand could easily persist 

through year-end, but to the degree they are fueled 

by the Federal Reserve and investor speculation, this 

could end badly in the coming years.39 

 

TRENDING 

“Only a virtuous people are capable of freedom. As 

nations become corrupt and vicious, they have more 

need of masters.” 

— Benjamin Franklin  

 

First and foremost, we need to establish our ground-

ing and priorities as a nation. Being a powerful nation 

does not come with future guarantees. Do we stand 

for freedom or not? And what does that look like? 

We live in a fallen world. Increasingly, evil is seen as 

good and good evil. Respecting and honoring our 

foundational core will go a long way towards healing 

our country. Along those lines, political leadership 

matters at all levels. Financial markets and other ex-

 

Beyond the Third Quarter 
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tensions will respond accordingly. 

Mankind, while flawed, treasures freedom. And it 

turns out that the US originated the secret sauce 

for nurturing freedom in its developmental years. 

This gives us a tremendous advantage in leader-

ship and legitimacy to operate on the world stage. 

Reduced to its basic form, that freedom requires 

virtue; virtue requires faith; and faith requires 

freedom. These are powerful and self-supporting 

ingredients when left to operate. The United 

States is likely to gravitate back to its foundational 

roots and renew its cherished institutions because 

continuing down a groundless path would lead to 

destruction. Dwelling on past failures or misrepre-

sentations of our founder’s intentions does not 

discredit these concepts, but only reinforces the 

sinful nature of man. The creeping orthodoxy of 

Marxism and the violence and lawlessness it in-

spires will diminish as a credible option as we seek 

equality and justice as a unified people with vir-

tue.  Our founders new that virtue would not 

come from a single religion or take sides, but they 

tolerated it and encouraged its practice.41 

China and the US finds themselves at loggerheads 

these days and we may be sliding into a new cold 

war, but there are still hopeful signs on the eco-

nomic front. Despite deep philosophical differ-

ences, each desire something the other has in cre-

ating greater economic independence. China de-

sires to elevate its financial plumbing and the US 

desires to upgrade and expand its manufacturing 

base. And while this transition is already under-

way, other countries are also working to create great-

er economic independence. India, Japan and Austral-

ia, for example, are in discussions to launch a trilat-

eral Supply Chain Resilience Initiative to reduce de-

pendency on China.42 Similar alliances are taking 

place in the Mideast, although military partnerships 

are also among the drivers to defend against Iran and 

perhaps Turkey.  

When lots of money is available to support innovative 

ideas, and countries are motivated, that spells oppor-

tunity. Silicon Valley is not the only hotbed for ideas.   

Speaking of money and opportunity, we have lots of 

it chasing new ideas and Big Tech. The FAANGM gang 

(Facebook, Amazon, Apple, etc.) recently soared 50% 

in 15 weeks. That is not normal. Between April and 

July, margin debt balances absolutely ballooned at a 

110% annual rate. Sentiment is wildly bullish. 43 

Economics is a soft science and Wall Street bromides 
are squishy at best — as they are often derived from 
contrived inferences or popular spin. However, within 
this mix several of Bob Farrell’s Market Rules seem 
particularly prescient and help to today’s market ex-
cesses.44 

 Markets tend to return to the mean over time. 

 Excesses in one direction will lead to an opposite 

excess in the other direction 

 There are no new eras — excesses are never per-

manent 

 The public buy the most at the top and the least 

at the bottom 

 Fear and greed are stronger than long-term re-

solve 

 Markets are strongest when they are broad and 

weakest when they narrow to a handful of blue-

chip names 

 When all the experts and forecasts agree—

something else is going to happen 

This is a bad time to be running with the herd. We 

continue to monitor and adjust your holdings and 

are confident in our systems, processes and re-

sources.  Please call with any concerns or household 

updates. 
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additional risks. These risks include, but are not limited to, currency risk, geopolitical and regulatory risk, and risk asso-
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allocation does not ensure a profit nor protect against a loss. 

 

Securities offered through Charles Schwab. Member FINRA/SIPC.  Planning and investment guidance offered through ADK Wealthcare LLC, a regis-
tered investment advisor and separate entity from Charles Schwab. 

Why do the nations rage, And the people 

plot a vain thing? The kings of the earth set 

themselves, And the rulers take counsel to-

gether, Against the Lord and against His 

Anointed, saying, “Let us break Their bonds 

in pieces. And cast away Their cords from 

us.” 
 

  — Psalm 2: 1-3 

Denver Airport Swing Dance Flash Mob 

https://www.youtube.com/watch?v=BDv7NhMjhg4 


